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Investment banks are in a unique 
position to lead in impact investing 
and resolve some of the biggest 
challenges facing the space today, 
due not least to their vast reserves 
of capital and clout. Chief among 
these challenges are: 1) a drought of 
growth capital for social enterprises; 
and 2) the lack of a consistent 
impact measurement system for 
use by investors. Investment banks 
are in a position to solve these 
challenges by both consolidating 
impact accounting standards and 
mobilising significantly more capital 
in investments that seek social, 
environmental and financial returns.
Though the practice of impact 
investing began nearly two decades 
ago, it was not until recent years 
that it gained prominence. Advances 
in digital technology and increased 
interconnectivity have given rise 
to a generation of socially aware 
individuals.1  With social and 
environmental issues constantly 
amplified by mainstream news, 
global movements have arisen 
to address these problems—
movements often led by what are 
known as social entrepreneurs. 
Sometimes, they establish social 
enterprises (SEs), understood 
broadly as businesses that produce 
positive social and environmental 
outcomes. The growth of SEs in 
recent years has led to a demand 
for purpose-driven investment 
capital focused on achieving social 
or environmental impact alongside 
financial returns. 
For their size, investment banks
have comparatively little to do 
with the rising practice of impact 
investing. They make up only 
nine per cent of all assets under 
management (AUM) in the impact 
investment industry.2 That totals 
about US$1 trillion in investments 
in an US$11 trillion market.3 
For the most part, the world of 
impact investing is managed by 
individual fund managers and 
diversified financial institutions 
(DFI), but investment banks have 
the capacity to repair some of the 
biggest challenges in the impact 
investing industry. Investment banks 
in particular have an unparalleled 
opportunity to supply much-needed 
capital while instilling proper 
structure in terms of impact 
measurement. 
For the last three years, investors 
and business owners have named 
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insufficient capital as the number one 
problem facing SEs.4 Like any start-
up, SEs require capital to scale up. 
In most cases, angel impact 
investors—affluent individuals who 
provide start-up funding, usually 
in the form of grants, convertible 
debt or ownership equity—have 
the seed and early-stage capital 
support covered. However, what 
SEs need after this point is capital 
from non-concessionary investors, 
i.e. those who are not willing to lose 
returns for impact. These investors 
generally provide the required capital 
for investment at the scale and 
growth stages of a start-up, when the 
business is about to be profitable.5 
And just like any business, SEs need 
to appeal to these non-concessionary 
investors in order to tap into their 
large pools of growth-stage capital.
Put simply, investment banks have 
funds that could be used to scale 
social enterprises. Of course, investing 
for social and environmental impact 
can and does produce a financial 
return on investment at or above 
market rates. 6 More importantly, 
the scaling of SEs can catalyse an 
entire market environment through 
the opening up of new supply chains 
and consumer markets, creating 
positive spillover effects for other 
enterprises.7 Beyond attaining 
financial returns from the SEs that 
scale up and become profitable, 
investment banks can catalyse the 
growth of entire markets by injecting 
strategic capital and refining impact 
investing processes. 
Currently, the impact investment 
market is having some difficulty 
measuring and analysing social and 
environmental impact. This problem 
stems from impact’s varying nature. 
When impact spans so many different 
sectors—education, housing, energy, 
clean water, poverty, and many 
others—there are therefore widely 
differing measurements for success. 
And while some business solutions 
can help to catalyse a market, the 
question remains: how can its 
market- or sector-wide impact be 
measured? Moreover, with many 
different bodies vying for the authority 
to create an all-encompassing system 
to measure impact,8 this has led to 
non-consolidation of measurement 
systems among impact investors  
in general. 
Investment banks can solve this 
problem by voting with their capital. 
Useful evaluations of risk, return 
and impact demand consistency,9  
so the banks will require a set of 
level metrics to evaluate these 
businesses. If one consistent set 
of standards and procedures, like 
the Generally Accepted Accounting 
Principles (GAAP), can be used 
to record and report social and 
environmental impact across all 
social enterprises, then that impact 
can be communicated and compared 
across businesses and investors. 
This is a critical precondition of any 
investment market that can source 
and allocate capital with efficiency 
and transparency.10 Investment 
banks are in a unique position to lead 
by using their field-wide influence 
to establish one set of level metrics, 
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consolidate the field, and streamline 
the process of impact investing.
I believe that impact investing—
financial investing that incorporates 
people and planet—is truly the 
way of the future. For investment 
banks to remain competitive, they 
will need to change the way they 
view investing. They can do so by 
seizing this unique opportunity to 
play a leadership role in the impact 
investing space. 
